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manner to preclude or curtail the ex-
isting ability of the Department or
agency to provide for termination of a
prime contract, the performance of
which is deficient with respect to cost,
quality, or schedule.

(c) Cancellation or termination for in-
sufficient funding. In the event funds
are not made available for the continu-
ation of a multiyear contract awarded
using the procedures in this section,
the contract shall be canceled or ter-
minated.

(d) Contracts awarded under the
multiyear procedure shall be firm-
fixed-price, fixed-price with economic
price adjustment, or fixed-price incen-
tive.

(e) Recurring costs in cancellation ceil-
ing. The inclusion of recurring costs in
cancellation ceilings is an exception to
normal contract financing arrange-
ments and requires approval by the
agency head.

(f) Annual and multiyear proposals. Ob-
taining both annual and multiyear of-
fers provides reduced lead time for
making an annual award in the event
that the multiyear award is not in the
Government’s interest. Obtaining both
also provides a basis for the computa-
tion of savings and other benefits.
However, the preparation and evalua-
tion of dual offers may increase admin-
istrative costs and workload for both
offerors and the Government, espe-
cially for large or complex acquisi-
tions. The head of a contracting activ-
ity may authorize the use of a solicita-
tion requesting only multiyear prices,
provided it is found that such a solicita-
tion is in the Government’s interest,
and that dual proposals are not nec-
essary to meet the objectives in 17.105-
2.

(g) Level unit prices. Multiyear con-
tract procedures provide for the amor-
tization of certain costs over the entire
contract quantity resulting in iden-
tical (level) unit prices (except when
the economic price adjustment terms
apply) for all items or services under
the multiyear contract. If level unit
pricing is not in the Government’s in-
terest, the head of a contracting activ-
ity may approve the use of variable
unit prices, provided that for competi-
tive proposals there is a valid method
of evaluation.

17.109

17.107 Options.

Benefits may accrue by including op-
tions in a multiyear contract. In that
event, contracting officers must follow
the requirements of subpart 17.2. Op-
tions should not include charges for
plant and equipment already amor-
tized, or other nonrecurring charges
which were included in the basic con-
tract.

17.108 Congressional notification.

(a) Except for DoD, NASA, and the
Coast Guard, a multiyear contract
which includes a cancellation ceiling in
excess of $11.56 million may not be
awarded until the head of the agency
gives written notification of the pro-
posed contract and of the proposed can-
cellation ceiling for that contract to
the committees on appropriations of
the House of Representatives and Sen-
ate and the appropriate oversight com-
mittees of the House and Senate for
the agency in question. Information on
such committees may not be readily
available to contracting officers. Ac-
cordingly, agencies should provide such
information through its internal regu-
lations. The contract may not be
awarded until the thirty-first day after
the date of notification.

(b) For DoD, NASA, and the Coast
guard, a multiyear contract which in-
cludes a cancellation ceiling in excess
of $114.5 million may not be awarded
until the head of the agency gives writ-
ten notification of the proposed con-
tract and of the proposed cancellation
ceiling for that contract to the com-
mittees on armed services and on ap-
propriations of the House of Represent-
ative and Senate. The contract may
not be awarded until the thirty-first
day after the date of notification.

[61 FR 39204, July 26, 1996, as amended at 71
FR 57367, Sept. 28, 2006]

17.109 Contract clauses.

(a) The contracting officer shall in-
sert the clause at 52.217-2, Cancellation
Under Multiyear Contracts, in solicita-
tions and contracts when a multiyear
contract is contemplated.

(b) Economic price adjustment clauses.
Economic price adjustment clauses are
adaptable to multiyear contracting
needs. When the period of production is
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